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SUMMARY 

Through the establishment ana expansion of grants in 
lieu of taxes, the federal government has over the last 30 years 
increasingly recognized its obligation to share like other property 
owners in the costs of municipal services. The Municipal Grants 
Act, 1980 is further evidence of the federal commitment but, 
despite the improvements afforded, there are still deficiencies 
in the program as the existence of this Task Force indicates. The 
Federation sees three major concerns relating to the appropriate 
Scope and/or structure of an appeals process: These concerns are 
identified next. Thcicat eos and recommendations for the appeal 


process follow. 


UNRESOLVED ISSUES 

peach hee Many types of federal properties and 
structures are exempted from grants in lieu of taxes although 
often benefitting from municipal services and although this 
treatment is contrary to Boe eeuat practices for similar 
“Private and public properties. However, full taxation may be 
as inappropriate as complete exemption. In many cases, special 
treatment (as is already commonly ned Similar property) may 
be required to Mathai n a reasonable Pea eee between grants 
in lieu of taxes and Ween ecpencd fire on pent Omreecconie of 
the property. 

Treatment of Business Occupancy Taxes: Only federal 
properties associated with Crown corporations expected to earn 


a reasonable return on investment are required to pay grants in 
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lieu of business tax. This is an irrelevant criterion, however, 
because municipal services are required by federal properties 
regardless of their profit orientation. The federal government 
should admit to the fives ee of business 2 ee taxes as a 
means of financing and distributing the cost of municipal services, 
Pace LOularlys sinee, Lt is effectively already paying them in prov- 
inces where they are linked OS the property tax base. 
The link to the property ae base is an artificial distinction 
and is a source of ie ee inequities easily corrected. 
Ministerial Discretion: Grants in lieu Obetax are 
established at whatever "in the Opinion of the Minister" should 
amesienale Property values may be arbitrarily reduced to effect 
this and, although the move may be discussed and negotiated, the 
Minister has A word et there is no appeal. Because the 
sole arbitrator is both judge and litigant, municipalities often 
peony that: they have not been fairly heard. This issue is the 


immediate focus of the Task Force. 


“APPROACHES TO AN APPEAL PROCESS 

No Appeal: The possibility of maintaining the status 
quo cannot be ignored. However, in fabs SE repeated criticism 
and in view of this Task "Force, eit appears that Poe dnadeduacies 
of the present arrangement are recognized and that this alterna- 
tive can be dismissed as unacceptable. 

The Federal Government as a Normal Taxpayer: At the 


other extreme, the federal government might assume the position . 
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of a normal taxpayer as has been advocated by the provinces and, 
indeed, previously by this Federation. In this case, the appro- 
priate federal grant in lieu of tax would be determined according 
to the policies and practices of the municipal and provincial 
governments in which the property is located. Any disagreement 
would be heard by the regular provincial board responsible for 
hearing ‘property tax appeals. However, such a stance erodes the 
constitutional position of the federal government vis-a-vis other 


governments on taxation matters. 


A Delegated Federal Appeal Board: The eae ee 
ment could maintain its constitutional Standing while employing 
the provincial property tax appeal boards if, in cooperation 
with the provinces, the provincial boards were delegated the 
responsibility for hearing assessment Apts eine Pevetingy oO pec ai 
property. In this case, the. provincial boards, possibly modified 
Bre addition of a federal appointee, would become the feceral 
-agent for hearing appeals concerning federal properties and, pre- 
Sumably, according to federal guidelines. This alternative 
minimizes the need for further boards or tribunals and eae 
the existing expertice and machinery. | 

A Federal Appeal Board: The federal government could 
maintain an independent stance by establishing its own: appeal 
board(s). The difficulties in creating such bodies in each 
province could be considerable. Some of those problems could 


be avoided by establishing a more restricted version of an appeal 
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authority, a single national board with pre-screening machinery, 
designed to identify and address only the more serious cases. 
This alternative could maintain the position that it is the 
municipality which canned t the federally determined grant 
in lieu rather than the federal government appealing as taxpayer. 
On Choice and Scope of An Appeals Process: While the 
delegated board offers a logical choice, the need for a reason- 
able appeal process is ROL eiaporome shan tee ret at ae choice among 
workable alternatives. But disputes over property values are only 
one aspect of the problem that need consideration. Arbitrary and 
exceptional treatment leaves potential for inappropriate and un- 
Fav treatment, and dissatisfaction. _ Hence, the scope of an 
appeals authority should be expanded to cope also with problems 
involving exemptions and business taxes. Fundamentally, the 
appeal authority should be empowered to deal with any case in 
which a municipality considers Leselt, fiscal iy disadvantaged by 


the presence of federal property. 
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The Federation of Canadian. Municipalities is pleased to 
appear before this Task Force and participate in the continuation 
of recent efforts to improve the system by which the federal govern- 
ment determines grants in lieu of taxes for municipalities 
(and other authorities levying real property taxes). The Task Force 
is to study and make recommendations on an appeal process and we 
address that issue explicitly in the final portion of the submission. 
However, because we believe it inappropriate (perhaps even impossible) 
to divorce entirely that issue from other related eee es this sub- 
mission also discusses the major inadequacies of the existing federal 
grants in lieu of tax mechanism - faults with which an appeal process 
must cope sive to which it must relate. A brief historical review 


outlines developments to date. 


INTRODUCTION AND HISTORICAL REVIEW : 
Although Crown property is exempt from taxation under 

the provisions of Section 125 of the B.N.A. Act, the federal 

government has since 1950 made payments of grants to municipal 
governments in lieu of property taxes for general and school 
purposes and of local improvement levies. The yep ies 
grants were paid only to municipalities in which federal govern 
ment property exceeded four percent of the total (federal plus 
taxable) property value. That restriction was removed as of 


1957. In 1967 federal government agencies were instructed to 


pay Pull grants-in Jieu of taxes af not already doing so. 
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The Federation of Canadian Municipalities was instru- 
mental in promoting the federal government to adopt these reforms 
and in so doing to recognize its responsibility to compensate 
municipalities for the loss of revenue and the direct and in- 
direct servicing costs imposed upon them because of the presence 
of federal property within their jurisdictions. Aspects of the 
Municipal Grants Act have, however, been a continuing concern to 
municipalities and their Federation. In 1975 and L397? "in partic- 
ular, the Federation appealed to the federal government to make 
a number of urgently required revisions to the Act. The areas 
of concern were: 

a) is divergence between Airay seeesvepceae ValLMes Of Many 
federal properties and the values which the federal 
government accepted for grant in lieu of tax deter- 


mination; 


b) the excessively broad definition of federal property © 
exempted from grant in lieu OL tax? 


c) the unduly narrow range of federal properties required 
to pay grants in’ lieu of local »:commercial or business 
taxes; 


dad) the deductions from grants in lieu for un-used and/or 
self-provided services; and 


e) the lack of uniformity in the determination of payments 
in lieu by Crown corporations. . 


Support for the municipalities’ position ee also come 
oa provincial governments. Since en ie Conference of 
Ministers of Municipal Affairs has been studying tax exempt 
property and federal and provincial grants in lieu of taxes. 


Provincial concern was stimulated in part by mmicipal representation 
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at the provincial level and by provincial inquiries into local 
taxation which frequently criticized the grant in lieu of tax 
programs of both provincial and federal governments. Those 
developments spurred cone improvement of provincial programs 
and led the provinces to petition the federal government to 
revise its grants in lieu scheme also. The basic thrust of 
this early initiative was a call for an expanded federal pro- 
gram. More recently (since Eonancnie to the Municipal Grants 
Act were considered) the provinces have proposed that the federal 
government commit. itself ce its agencies to grants in lieu 
equivalent to full property taxes and assume the position of 

a normal property taxpayer bound by the relevant practices in 
each province. 

In response a ae municipal and provincial represen- 
tations, the federal government announced in 1978 its intention 
to amend the Municipal Grants Act. A. revised BCus B11 C-46was 
introduced in Pe taace in March of 1979 and thereafter the 
-Itunicipal and provincial positions focused On they speci fics.of 
the proposed legislation. The bill appeared before the House 
in essentially the same form; first as ¢-46, then in: October 
1979 as C-3, and finally gs Cot ier el 19308 Bilt C-4 (the 
Municipal Grants Act, ago wes passed and proclaimed on 
December 1, 1980. 

The new Municipal Grants Act includes several pro- 


visions making the federal grants in lieu of tax program more 


comprehensive. First, the range of federal government property 
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exempted from grants in lieu was reduced to urban parkland, Indian 
reserves and structures not for shelter such as canals, roads, run- 
ways, docks, penitentiary walls, reservoirs, water and sewer mains. 
Other properties previously exempt included parks, historic sites, 
museums, libraries and galleries, self-contained defence establish- 
ments, and the Houses of Parliament, the Peace Tower and the par- 
liamentary library. Second, the List of Crown corporations required 
to make payments in lieu of tax was enlarged and the extent of their 
encumbrance further specified. In particular, a schedule of Crown 
corporations required to make grants in lieu of business Brennen, 
taxes (besides real property taxes) was provided. Third, for pur= 
poses Of calculating the Grimes uniquely preferential tax rate 
would be used. Hence, the federal government is to utilize the 
same rates aparei te to taxable property. Fourth, the occasions 

in which the federal government would make deductions for services 
not "accepted" was reduced but the PPoHE to make deductions for 
services normally provided taxable property but not providec to 
federal property was retained. Deductions may still be made for 
education services not accepted but not for municipal services 

such as refuse and fire and BoneneU LaPeer? Also, the federal 
government is to extend somewhat the payment of grants in lieu 

with respect to erone ray leased to private tenants. Efforts have 
also been made to hasten the payment of grants in lieu. Certain 
changes implemented under this legislation are being phased in 


Over a four year period. 
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Although this Act addressed a number of issues concerning 
municipal and provincial governments, it did not resolve all the 
problems. Presentations by municipal and provincial governments 
relating to the legislation revealed several areas of contention. 
Rather than delay passage of the bill and postponement of the 
benefits it provided, the Minister of Public Works (the Hon. 

P.J. Cosgrove) committed the government to the establishment of 
arsecudy aroun to further assess dees ier ate in dieu of tax and 
specifically an appeals process. Despite the improvements afforded 
‘by the Municipal Grants Act, 1980, there are three major areas of 
concern remaining about federal ee in lieu of tax - exemptions, 
the treatment of business taxes, and ministerial discretion. The 
federal government continues to exclude from the determination of 
payments in Tie Of Tax eit properties which if privately owned 
would be subject to municipal taxation. Not only are grants in 
lieu of business taxes not paid on departmental properties but 

they are also Aotoeg nies from many federal agencies (see 

Schedule III of the Act) engaged in business-like operations. 

The Minister has the power to modify the assessed values of 

federal properties (from those established by assessment authorities) 
and the effective tax rates for the purposes of calculating grants 
in lieu of municipal taxes. Although such changes are "negotiated", 
the municipality has no recourse or appeal to an independent 
authority. The purpose of this Task Force and these hearings is 

to study ways of dealing with this latter issue although it is 


anticipated that this will be only the initial phase of a broader 
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investigation. Since the appeal process can only be understood 
and appreciated in the context of the broader question due to 
the interrelationships involved, the Federation's concerns for 
all three issues are ena oa upon in the following section 
prior to dealing specifically with potential approaches to the 


appeal process in the final portion of this brief. 


UNRESOLVED ISSUES 
Exempt Properties 

Despite the revisions to the Municipal erarre Act 
reducing Significantly the extent of federal properties exempt 
from grants in lieu of tax, many exemptions remain which can 
logically be challenged. Where exemptions occur, an additional 
burden is imposed upon the remaining Taxpavyero,. nls LS uUntair, 
particularly in municipalities where the portion of exempt prop- 
erty is unusually high, and is contrary ta the federal govern- 
ment.'s intention of making payments in compensation to munici- 
palities for lost revenue Or for costs incurred on behalf or on 
account of federal properties, Federal properties are provided 
for the general benefit of all Canadians and their =fulh costs, 
including those placed upon the mei eee should be met 
by Canadian ne pgeeaewads | 

The exemption of a wide range of federal nite era ial 
creates a number of anomalies because often similar privately- 
owned properties are taxable. While the rationale for exempting 


certain kinds of structures (such as roadways, aircraft runways, | 
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and canals) is widely accepted, the logic for exempting such 
properties as transmission lines, communication towers, storage 
tanks, drydocks and wharves is nebulous, especially when such 
facilities are assessed and taxed in most provinces. Admittedly, 
because of the particular nature of such properties and their 
impact upon municipal authorities, properties of this sort are 
often subject to special property tax provisions in order to 
maintain a reasonable relationship between taxes paid and local 
expenditures incurred on their behalf or account. Rather than 
being exempt from eens in lieu, Petiaed properties of this 
kind should be treated in a parallel fashion so that the munici- 
palities in which they are located not be fiscally disadvantaged 
by the federal presence. This refinement could be accomplished 
either by adopting the tax practices of the province in which 
the property is located or by establishing a nationwide procedure 
representative of the provincial approaches. 

ALSO Texempt aS sa class of property that is uniquely 
federal (or at least governmental). Included within this are 
gun butts, monuments, penitentiary walls and urban parks. While 
the exemption of such property may be appropriate in some cases, 
it may be unsuitable in others. Special tax treatment (as above) 
or the ability to appeal when grants in lieu were felt justifiable, 
rather than complete exemption, would be a more reasonable approach 
POmtne+ treatment Saari kind of property. | 

Though required to make payments in lieu of property 


taxes, many federal properties are exempted from grants in lieu 
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of business taxes. Because this is a. particularly important 


concern, it is dealt with separately. 


Treatment of Business Taxes 

Only selected Crown corporations pay grants in lieu 
of business OCCupancy) taxes. Those required to do so are: listed 
in Schedule IV of the Municipal Grants Act and includes, for ex- 
ample, Air Canada, Canadian National Railways, Eldorado Nuclear, 
and Petro-Canada. Payments in lieu of business Taxes are. not 
made for departmental properties nor by federal authorities 
appearing in Scnnanie III although it includes many undertaking 
ventures of a commercial sort - e.g. Canadian Broadcasting 
Corporation, The Canadian Wheat Board, Farm Credit Corporation, 
Radio Engineering Products Limited, and VIA Rail - often with 
private sector parallels. To the extent cnet the equivalent .of 
business taxes are not paid, municipal pov nnreee and Chew: 
local taxpayers are in effect required to subsidize federal 
activities benefitting all Canadians. It is neither the role 
of municipal government to support other governments nor is it 
fair that the burden of doing so be imposed upon the local tax- 
payer in which the particular property is located rather than 
ee ere in general. 

Several arguments have been advanced as to why the 
federal government should not pay grants in lieu of business 
tax but none are convincing. Foremost is the point that the 


government is not engaged in those operations to make a profit 
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but rather to provide a service. Consequently, the designation 
of federal agencies required to pay grants in lieu of tax turns 

on their financial independence from Parliament. This criterion 

is at odds with the espoused principle NOMEN compensation 

for services and, indeed, from the municipal perspective is 
irrelevant. The anomaly is especially evident when the revenue 
accruing to a municipality from a property varies with the occu- 
pant although both place the same demands on municipal services. 
Municipalities view business occupancy taxes as an additional 

- Levy to meet the costs of the extra services associated with 
business activities. Whether this is a valid or a complete view 
of their role is debatable but the position has not been disproven.? 
Some reconciliation might be possible if the business Fo. eee: 
tax was simply regarded as an occupancy tax since: the municipal 
Colts are related more /to,occupancy,than ithe. .nature.or Hence 

Of the occupant's activities. Even if taxes on businesses (or 
Occupants) and the costs of services to them are not closely 
related, the case for business taxes and grants in lieu of them 
could not be refuted. The existing pattern of local taxation, 
including business taxes, is a widely accepted method of dis- 
tributing the municipal tax burden and there is no reason that the 
federal government should interfere with or reject that. Benefits 
received are not the only acceptable basis for allocating tax 
burdens. Each taxpayer should also be prepared to pay a fair 
share of the RS of community services even if not directly or 


immediately benefitting providing that similar taxpayers are 


1 R.W. Boadway and H.M. Kitchen, Canadian Tax Policy, Canadian 
Tax Foundation, May 1980, pp. 178-180. 
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treated ina parallel fashion; a point the federal government has 
already conceded in withdrawing from many of the deductions pre- 
viously made for services not accepted.. 

A second argument against a broader federal commitment 
to the payment of grants in’ lieu of business taxes is the non- 
uniformity of the tax base which, it 2S argued, would lead to 
Pacer provincial inequities. ran fact, the failure to recognize 
business taxes as a legitimate form of municipal taxation 
(despite the fact that it accounts for about 10 percent oni 
municipalities' own-source revenues) is presently a source of 
interprovincial disparities in the federal government's treatment 
of municipalities. Where the business tax is tied to the property 
tax base as in Prince Edward Island, the federal government is in 
errect currently paying grants raeeat of the busSiness tax, but, 
where the tax is associated with one of its many other Beene 
is not the ES AG revision of the structure of the business 
tax could circumvent the municipalities' problems, it is not the 
place of the federal government to promote such changes. Rather, 
the federal government should recognize the business taxes (per- 
haps better regarded as occupancy taxes) as a valid fiueches nil 
revenue source and the lack of a direct link between‘it and the 
property tax base as an artificial distinction. 

Occasionally fear has been expressed that if the, federal 
government consented to payments in lieu of business taxes it would 
(partly because of the non-uniformity of bases and rates) leave 


itself open to exploitation by municipal authorities. While the 


| nom sds at abxed 2Rort anid “ 
64 Buof Biraow Povo a 
“s2inpodax (og averfhet dhfiec at ,@ohe 
| notfmnss fast’ ieee «sneak ae 
toa tnested or sited: aot esniorhd St Suit shat ots saan 
to obveoe "s Sanday at! ieuheve: svioe-nwo “eolsi Iegkognom * 
Ipentdcots ayn onset SY Of Laraoat afd of nolsizsqs is" foion ivotqueoHe . 
’ ae ot} ot bots Skigmd sepnlmnt Gd gin” . ooitt isqto Raum % | 
EPR ohnaedsy 1iebeh ead ‘hee! Sighs don her arenes ee ; 
soot?) (and eaisatéud aiid 29 Hehe ot ocimeip vateng yisnettey 259279 | 
fav .aeracdl sete yaaa ent! to sam tie bstehounas at xsd edt otenw 
gaanteud ot to Bor ree | ot %6 nodeives efit ~ .sano afd son ah 
ad God BE TE _ eal ‘ho Theqiine Gay Grevinsxic Bines aes 
onder sebgasds dave sohosy oF Jnonibeavon Lexohe? sit to soaig 
~sag) sexed esankkuvdeods au lagolast hidowe sasnnisvep Inxohetr say, 
isaqigicum bitsy & Ss (senn? (C renagastiteey aso bebsspor 190900 eqed 
evi) Ons 42 ceowted #621 2660748 © Teaweat eff bone woxurne oupnevex 
motsoatsabh fstotthiss ng es. Send Prey qxeqo24 

ioxebet org 22 tnd boreonqee ceed gat tees ylingolasog® 
aAfcow 4) #axnd @nonadid to poli wt 4 MOAR od bodnsenss y Snoimxevop- 
ote.et (aes: tas eabad 26 (Piero) havo ony to seusond Yitseg).- 
oft efidw .seettisotens Teqistaum = nodes tatgxe 8 baa 


tae 


- ll - 


possibility might exist in some circumstances, the argument certainly 
seems greatly exaggerated particularly in view of the experience 
of Crown corporations making such payments. Furthermore, an ef- 
fective aie rate with respect to Naar ees assessment could be 
imputed for federal property from the ratio of business tax 
revenues and the assessed values of the properties whose occupants 
are liable fourehat tax. Given the variety of bases, such an ap- 
proach may be quite reasonable as a practical matter even ene 
absence of (imagined) — fears of municipal exploitation. 

Comments by federal representatives suggest baer the. 
federal government might adopt a more lenient attitude towards 
payments in lieu of business taxes if the budgetary situation 
were less severe. if SO, it is Ser Orce tS that fiscal expediency 


overrides principle and willingness to admit to financial obligations. 


Ministerial Discretion 

The two major factors employed in the calculation of 
7 grants in lieu, the effective rate and the property value, are 
both those that "in the opinion of the Minister" should prevail. 
Given the government's intention to adopt the same tax rates 
that would apply if the property were taxable, the more conten— 
tious pointes nee the property values Aapaasg tekse niger devalued 
at the will of the Minister from the assessed values established 
by assessment authorities. For example, reductions are custom- 
arily made for "ornamental, decorative or non-functional features" 


- items given explicit consideration in the Act. Such devaluations 
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are not the rule since assessed values are frequently accepted. 
However, a survey by the Federation indicated that accepted values 
averaged about 95 percent of assessed values ana, Of course, in 
some cases the discrepancy was much greater. 

When differences of opinion arise as a the appropriate 
value to be placed on federal property, the issue ae discussed and 
negotiated. Yet the Minister has the final word and there is no 
appeal. While this is certainly an efficient mechanism for deciding 
the matter, municipalities can hardly regard their Sete toa as being 

fairly heard when the sole arbitrator is both judge and litigant. 
“The federal government is unlike any other taxpayer in that it is 
able to determine its own assessment and tax rate if it so wishes. 
Thesfederal rationale for its unique: position is that it-is not a 
taxpayer and municipalities are not entitled to grants in lieu of 
property taxes. Rather the government is merely making a transfer 
to municipalities tat its own discretion. For the same reason, ante 
is argued that the federal government need not submit to the normal 
mechanisms and procedures for settling disagreements about the ap- 
propriate payment. It is undoubtedly true that constitutional 
provisions give the federal erry eh. ae status in this 
area, but asca practical matter the federal seenuar a has over 
the last 30 years increasingly recognized its sil eee ee to 
municipalities. The remaining issue is to get it to accept its 
full responsibility. So long as federal property is treated in 


an exceptional manner and an unbiased appeal process does not 
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exist, dissatisfaction with federal payments in lieu of taxes will 
persist. 

Before addressing the specifics of alternative appeal 
processes, it is useful to briefly review the provincial approaches 
to the grants in siete Of tax question for their situation in many 


ways parallels that of the federal government. 


A Brief Review of Provincial Grants in Lieu of Taxes 

Thevprovinecial approaches to grants in Iijeu of taxes 

Varaes widely.@=On the one: hand, all provincial property in Prince 

Edward Island is subject to municipal taxes and New Brunswick pays 

grants in lieu on all provincial property while or Saskatchewan 

payments on government-owned property only covers erat improve- 

ment levies and not municipal or school taxes as in customary 

elsewhere. 2 In many cases certain types of provincial properties, 

e.g. educational facilities and hospitals, are exempted in eats 

or part from grants in lieu. The federal government, hovers 

exempts a somewhat wider range of structures than is generally 

the case for provinces. Pavnenee in lieu of business taxes may 

be made "when appropriate" (e.g. Alberta, Manitoba and Ontario) 

by government G@nterprises suchas liquor boards and (Crown. cor= 

porations. Only Quebec has undertaken to pay Saige occupancy 

taxes on departmental property. This move was Meet ae part of 

its 1980 municipal fiscal reform which included the extension 

of grants in lieu on a variety of provincial properties. Generally 


speaking, disagreements over provincial grants in lieu of tax 


2. Not all provinces pay grants in lieu of school taxes (e.g. 
Quebec) on the basis that schools are supported directly. 
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cannot be appealed as the provincial governments, like the 


federal, make the final decision. 


ALTERNATIVE APPROACHES TO THE APPEAL PROCESS 

An appeals process might be structured to suit any of 
a variety of approaches. Here we identify and comment on some 
Biternatives. In addition,. we make recommendations for the scope 


as well as the structure of an appeals process. 


_.No Appeal: Continuation of the Existing Arrangement : 

The possibility of maintaining the status quo cannot 
be ignored. However, in the face of repeated criticism and in 
view of the establishment of this Task Force, it appears that 
the inadequacies of the present arrangement are now recognized 
and this alternative can be dismissed aS unacceptable. It is 


hoped so. 


The Federal Government as a Normal eanagat 

At the other extreme, the federal government coulc 
“assume the position of a normal taxpayer. In this case, the 
appropriate federal grant in lieu of tax would be determined 
according to the policies and practices of the provincial and 
municipal governments in which the property is located. Federal 
meeceety would be assessed by the relevant authority in a prov- 
ince in compliance with its procedures and the local tax rates 
applied as they would be to similar taxable property. Any dis- 
agreement over the payment in lieu of tax so determined would be 


heard by the regular provincial board responsible for hearing 
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property tax appeals. Were the federal government to adopt this 
position, it would pease Similar to other property taxpayer 
in each province. Such a move would be consistent with the evolving 
federal Stance that grants. in lieu of. tax be determined on the 
same basis as if its property were taxable. Furthermore, this 
approach is most consistent with provincial views as to their 
authority in the property tax area. 

It is to be expected that the federal government would 
find this alternative unacceptable. Previous statements indicate 
that the federal government is not eee oe to jeopardize its 
constitutional standing on Paea eon of its properties by relin- 
quishing some of its powers in the area to provincial and municipal 
governments despite their historical domination of the field and 
the existence of established authorities under them capable of 
dealing with those issues. On a more pragmatic level, the 
federal government will certainly reflect en the fact that while 
the provinces eee this Federation) have advocated this position, 
_the provinces do not generally permit the same privilege to their 
own municipalities. (Although if the federal government adopted 
such a poSition, the onus would be upon’ the provincial governments 
to follow the federal initiative.) In these circumstances, it docs 
not seem unreasonable to respect the federal position on its stand- 
ing relative to other governments, especially if the same result 


might be attained in an alternative fashion as suggested below. 
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A Delegated Federal Appeal Board 

The thrust of this proposed alternative is a blending 
of the advantages of the previous alternative within a mechanism 
which would not threaten the federal government's standing vis- 
a-vis other governments. This could be achieved by the federal 
government, in cooperation with the provinces, delegating the 
assessment appeal process .to the provincial property tax appeal 
boards. With provincial approval, the provincial boards (possibly 
with modifications such as the addition of a federal appointee) 
would become the federal agent for hearing appeals. | 

This arrangement affords some significant advantages. 
The expertise and competence of the existing authorities would 
be accessed. The new federal agent would already be familiar 
with provincial policies and procedures. The bulk of the re- 
quired machinery already exists and could readily be eetenaee 
and modified as necessary to.cope with the additional responsi- 
bilities. 

An important policy problem arises under this prospect. 
Would federal property be assessed for grants in lieu of tax 
according to provincial policies or according to federal guide- 
lines? The provinces would likely prefer to see, the federal 
government treated af an ordinary taxpayer for the reasons cited 
above even though this would usually mean a discrepancy in the 
treatment of ees and provincial property. To ensure similar 
treatment among municipalities across the country, the federal 


government would prefer nationally uniform federal criteria. 
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Both positions have some merit and would undoubtedly be the topic 
of intense discussion if this approach were to be pursued. If 
the federal position were offered, some provinces at least might 
be put under some pressure to accept it in order to open to their 
municipalities an appeal process. Although posing a policy problem 
due to the need for federal-provincial cooperation, thie alterna- 
tive does offer the potential of functioning well under either 


choice. 


A Federal Appeal Board 

The federal government could continue its grant in lieu 
of tax program independent of provincial policies by establishing 
its own appeal boards to hear cases involving federal property. 
Because Foitlow tng such a course requires establishing new tri- 
bunals or eee. it too becomes complicated. Most important is 
the difficulty of obtaining qualified board members and support 
StaLi Pee cular when it might be CER AES. that some are 
familiar with the situation in more than one province or serve 
only on a part-time basis. Some of these problems could be 
avoided by establishing a more restricted ey a Single 
national board with a pre-screening Se designed to 
identify and address the a ee cases. | 

An important distinction is to be noted here. Whereas 
in the previous two cases the situation would be that the federal 
government could appeal the assessment made against it for grants 


in lieu of tax, in this case it is the municipalities which could 
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appeal the grants in lieu decided upon by the federal government. 


This consideration may be important from the federal perspective. 


On the Choice of Alternatives 

In this review of alternatives, the delegated federal 
board stands out as the most logical choice. Although the need 
for federal-provincial cooperation poses a potential policy con- 
flict, surely federal-provincial negotiation could resolve the 
issue. It must be emphasized, however, that the need. for a 
teoconable appeal process “1s of greater importance than the 


Particular chose among workable alternatives. 


Comment on the Scope of an Appeal Process 


The above discussion of alternative approaches to an 
appeal process relates to the settlement of disagreements over 
assessments as is the focus of the Task Force. However, as the 
discussion of unresolved issues Cher cated: so long as federal 
properties are afforded exceptional treatment the potential for 
inappropriate and unfair treatment of municipalities, and so 
their dissatisfaction, exists. This could be corrected by 
amending the Municipal Grants Act to further reduce exemptions 
and recognize business occupancy taxes in addition to establishing 
an appeals process Alternatively, the most serious problems 
arising out of eee eoncerns could be dealtiwith, by enlarging 
the scope of the appeal process to enable the appeal authority 
to»hear esicot Lo certain guidelines) cases involving exemp~ 


tions and business taxes. Municipalities adversely affected by 
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prevailing federal practices and policies in these areas could 
put forth their cases and the more serious cases could be recon- 
ciled this way. The basic criterion the appeal body should follow 
in ruling on those cases is that a4 Aree es encata not be 
fiscally disadvantaged by the presence of federal property, (1.¢e. 
suffer a net negative fiscal impact) . Indeed, that criterion 


should underlie the whole grants in lieu of tax program. 
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